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(iii) The acquisition(s) meeting the
criteria set forth in paragraph (e)(1) of
this section will be consummated if a
sufficient number of purchasers con-
firm their investments; and

(iv) If a consummated acquisition(s)
meeting the requirements of this sec-
tion has not occurred by a date 18
months after the effective date of the
initial registration statement, funds
held in the escrow or trust account
shall be returned by first class mail or
equally prompt means to the purchaser
within five business days following
that date.

(3) Conditions for release of deposited
securities and funds. Funds held in the
escrow or trust account may be re-
leased to the registrant and securities
may be delivered to the purchaser or
other registered holder identified on
the deposited securities only at the
same time as or after:

(i) The escrow agent or trustee has
received a signed representation from
the registrant, together with other evi-
dence acceptable to the escrow agent
or trustee, that the requirements of
paragraphs (e)(1) and (e)(2) of this sec-
tion have been met; and

(if) Consummation of an acquisi-
tion(s) meeting the requirements of
paragraph (e)(2)(iii) of this section.

(4) Prospectus supplement. If funds and
securities are released from the escrow
or trust account to the registrant pur-
suant to this paragraph, the prospectus
shall be supplemented to indicate the
amount of funds and securities released
and the date of release.

NOTES TO §230.419(E): 1. With respect to a
blank check offering subject to both Rule 419
and Exchange Act Rule 10b-9 (17 CFR 240.10b-
9), the requirements of Rule 10b-9 are appli-
cable only until the conditions of the offer-
ing governed by that Rule are met (e.g.,
reaching the minimum in a ‘‘part-or-none”’
offering). When those conditions are satis-
fied, Rule 419 continues to govern the use of
offering proceeds.

2. If the business(es) or assets are acquired
for cash, the fair value shall be presumed to
be equal to the cash paid. If all or part of the
consideration paid consists of securities or
other non-cash consideration, the fair value
shall be determined by an accepted standard,
such as bona fide sales of the assets or simi-
lar assets made within a reasonable time,
forecasts of expected cash flows, independent
appraisals, etc. Such valuation must be rea-
sonable at the time made.

§230.421

(f) Financial statements. The reg-
istrant shall:

(1) Furnish to security holders au-
dited financial statements for the first
full fiscal year of operations following
consummation of an acquisition pursu-
ant to paragraph (e) of this section, to-
gether with the information required
by Item 303(a) of Regulation S-K (17
CFR 229.303(a)), no later than 90 days
after the end of such fiscal year; and

(2) File the financial statements and
additional information with the Com-
mission under cover of Form 8-K (17
CFR 249.308); provided, however, that
such financial statements and related
information need not be filed sepa-
rately if the registrant is filing reports
pursuant to Section 13(a) or 15(d) of the
Exchange Act.

[57 FR 18043, Apr. 28, 1992]
FORM AND CONTENT OF PROSPECTUSES

§230.420 Legibility of prospectus.

(@ The body of all printed
prospectuses and all notes to financial
statements and other tabular data in-
cluded therein shall be in roman type
at least as large and as legible as 10-
point modern type. However, (a) to the
extent necessary for convenient presen-
tation, financial statements and other
tabular data, including tabular data in
notes, and (b) prospectuses deemed to
be omitting prospectuses under rule 482
(17 CFR 230.482) may be in roman type
at least as large and as legible as 8-
point modern type. All such type shall
be leaded at least 2 points.

(b) Where a prospectus is distributed
through an electronic medium, issuers
may satisfy legibility requirements ap-
plicable to printed documents, such as
paper size, type size and font, bold-face
type, italics and red ink, by presenting
all required information in a format
readily communicated to investors,
and where indicated, in a manner rea-
sonably calculated to draw investor at-
tention to specific information.

[53 FR 3878, Feb. 10, 1988, as amended at 61
FR 24655, May 15, 1996]

§230.421 Presentation of information
in prospectuses.

(a) The information required in a pro-

spectus need not follow the order of the

items or other requirements in the
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§230.421

form. Such information shall not, how-
ever, be set forth in such fashion as to
obscure any of the required informa-
tion or any information necessary to
keep the required information from
being incomplete or misleading. Where
an item requires information to be
given in a prospectus in tabular form it
shall be given in substantially the tab-
ular form specified in the item.

(b) You must present the information
in a prospectus in a clear, concise and
understandable manner. You must pre-
pare the prospectus using the following
standards:

(1) Present information in clear, con-
cise sections, paragraphs, and sen-
tences. Whenever possible, use short,
explanatory sentences and bullet lists;

(2) Use descriptive headings and sub-
headings;

(3) Avoid frequent reliance on glos-
saries or defined terms as the primary
means of explaining information in the
prospectus. Define terms in a glossary
or other section of the document only
if the meaning is unclear from the con-
text. Use a glossary only if it facili-
tates understanding of the disclosure;
and

(4) Avoid legal and highly technical
business terminology.

NOTE TO §230.421(B): In drafting the disclo-
sure to comply with this section, you should
avoid the following:

1. Legalistic or overly complex presen-
tations that make the substance of the dis-
closure difficult to understand;

2. Vague ‘“‘boilerplate” explanations that
are imprecise and readily subject to different
interpretations;

3. Complex information copied directly
from legal documents without any clear and
concise explanation of the provision(s); and

4. Disclosure repeated in different sections
of the document that increases the size of
the document but does not enhance the qual-
ity of the information.

(c) All information required to be in-
cluded in a prospectus shall be clearly
understandable without the necessity
of referring to the particular form or to
the general rules and regulations. Ex-
cept as to financial statements and in-

17 CFR Ch. Il (4-1-00 Edition)

formation required in a tabular form,
the information set forth in a pro-
spectus may be expressed in condensed
or summarized form. In lieu of repeat-
ing information in the form of notes to
financial statements, references may
be made to other parts of the pro-
spectus where such information is set
forth.

(d)(1) To enhance the readability of
the prospectus, you must use plain
English principles in the organization,
language, and design of the front and
back cover pages, the summary, and
the risk factors section.

(2) You must draft the language in
these sections so that at a minimum it
substantially complies with each of the
following plain English writing prin-
ciples:

(i) Short sentences;

(if) Definite, concrete,
words;

(iii) Active voice;

(iv) Tabular presentation or bullet
lists for complex material, whenever
possible;

(v) No legal jargon or highly tech-
nical business terms; and

(vi) No multiple negatives.

(3) In designing these sections or
other sections of the prospectus, you
may include pictures, logos, charts,
graphs, or other design elements so
long as the design is not misleading
and the required information is clear.
You are encouraged to use tables,
schedules, charts and graphic illustra-
tions of the results of operations, bal-
ance sheet, or other financial data that
present the data in an understandable
manner. Any presentation must be con-
sistent with the financial statements
and non-financial information in the
prospectus. You must draw the graphs
and charts to scale. Any information
you provide must not be misleading.

everyday

Instruction to §230.421: You should read Secu-
rities Act Release No. 33-7497 (January 28,

522



Securities and Exchange Commission

1998) for information on plain English prin-
ciples.

(Secs. 6, 7, 8, 10, 19(a), 48 Stat. 78, 79, 81, 85;
secs. 205, 209, 48 Stat. 906, 908; sec. 301, 54
Stat. 857; sec. 8, 68 Stat. 685; sec. 308(a)(2), 90
Stat. 57; secs. 3(b), 12, 13, 14, 15(d), 23(a), 48
Stat. 882, 892, 894, 895, 901; secs. 203(a), 1, 3, 8,
49 Stat. 704, 1375, 1377, 1379; sec. 202, 68 Stat.
686; secs. 4, 5, 6(d), 78 Stat. 569, 570-574; secs.
1, 2, 3, 82 Stat. 454, 455; secs. 28(c), 1, 2, 3, 4,
5, 84 Stat. 1435, 1497; sec. 105(b), 88 Stat. 1503;
secs. 8, 9, 10, 89 Stat. 117, 118, 119; sec. 308(b),
90 Stat 57; sec. 18, 89 Stat. 155; secs. 202, 203,
204, 91 Stat. 1494, 1498-1500; sec. 20(a), 49 Stat.
833; sec. 319, 53 Stat. 1173; sec. 38, 54 Stat. 841;
15 U.S.C. 77f, 779, 77h, 77j, 77s(a), 78c(b), 78I,
78m, 78n, 780(d), 78w(a), 79t(a), 77sss(a), 80a-
37)

[47 FR 11439, Mar. 16, 1982, as amended at 63
FR 6384, Feb. 6, 1998]

§230.423 Date of prospectuses.

Except for a form of prospectus used
after the effective date of the registra-
tion statement and before the deter-
mination of the offering price as per-
mitted by Rule 430A(c) under the Secu-
rities Act (§230.430A(c) of this chapter)
or before the opening of bids as per-
mitted by Rule 445(c) under the Securi-
ties Act (§230.445(c) of this chapter),
each prospectus used after the effective
date of the registration statement
shall be dated approximately as of such
effective date; provided, however, that
a revised or amended prospectus used
thereafter need only bear the approxi-
mate date of its issuance. Each supple-
ment to a prospectus shall be dated
separately the approximate date of its
issuance.

(Secs. 6, 7, 8, 10, 19(a), 48 Stat. 78, 79, 81, 85;
secs. 205, 209, 48 Stat. 906, 908; sec. 301, 54
Stat. 857; sec. 8, 68 Stat. 685; sec. 308(a)(2), 90
Stat. 57; secs. 3(b), 12, 13, 14, 15(d), 23(a), 48
Stat. 882, 892, 894, 895, 901; secs. 203(a), 1, 3, 8,
49 Stat. 704, 1375, 1377, 1379; sec. 202, 68 Stat.
686; secs. 4, 5, 6(d), 78 Stat. 569, 570-574; secs.
1, 2, 3, 82 Stat. 454, 455; secs. 28(c), 1, 2, 3, 4,
5, 84 Stat. 1435, 1497; sec. 105(b), 88 Stat. 1503;
secs. 8, 9, 10, 89 Stat. 117, 118, 119; sec. 308(b),
90 Stat 57; sec. 18, 89 Stat. 155; secs. 202, 203,
204, 91 Stat. 1494, 1498-1500; sec. 20(a), 49 Stat.
833; sec. 319, 53 Stat. 1173; sec. 38, 54 Stat. 841;
15 U.S.C. 77f, 779, 77h, 77j, 77s(a), 78c(b), 78I,
78m, 78n, 780(d), 78w(a), 79t(a), 77sss(a), 80a-
37)

[47 FR 11440, Mar. 16, 1982, as amended at 52
FR 21260, June 5, 1987]

§230.424

§230.424 Filing of prospectuses, num-
ber of copies.

(a) Except as provided in paragraph
(f) of this section, five copies of every
form of prospectus sent or given to any
person prior to the effective date of the
registration statement which varies
from the form or forms of prospectus
included in the registration statement
as filed pursuant to §230.402(a) of this
chapter shall be filed as a part of the
registration statement not later than
the date such form of prospectus is
first sent or given to any person: Pro-
vided, however, That only a form of pro-
spectus that contains substantive
changes from or additions to a pro-
spectus previously filed with the Com-
mission as part of a registration state-
ment need be filed pursuant to this
paragraph (a).

(b) Ten copies of each form of pro-
spectus purporting to comply with sec-
tion 10 of the Securities Act (15 U.S.C.
77j), except for documents constituting
a prospectus pursuant to Rule 428(a)
(8§230.428(a) of this chapter), shall be
filed with the Commission in the form
in which it is used after the effective-
ness of the registration statement and
identified as required by paragraph (e);
Provided, however, That only a form of
prospectus that contains substantive
changes from or additions to a pre-
viously filed prospectus is required to
be filed; Provided, further, That this
paragraph (b) shall not apply in respect
of a form of prospectus contained in a
registration statement and relating
solely to securities offered at competi-
tive bidding, which prospectus is in-
tended for use prior to the opening of
bids. The ten copies shall be filed or
transmitted for filing as follows:

(1) A form of prospectus that dis-
closes information previously omitted
from the prospectus filed as part of an
effective registration statement in reli-
ance upon Rule 430A under the Securi-
ties Act (8230.430A of this chapter)
shall be filed with the commission no
later than the second business day fol-
lowing the earlier of the date of deter-
mination of the offering price or the
date it is first used after effectiveness
in connection with a public offering or
sales, or transmitted by a means rea-
sonably calculated to result in filing
with the Commission by that date.

523



		Superintendent of Documents
	2015-01-06T08:01:54-0500
	US GPO, Washington, DC 20401
	Superintendent of Documents
	GPO attests that this document has not been altered since it was disseminated by GPO




